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ABSTRACT 
 
Nowadays, conflict seems like common and inevitable in the construction industry. 
Construction industry is a larger project which is complex since it involves variety of 
parties who are related to the project. Due to the multidisciplinary of the project 
participants, conflict becomes unavoidable issue in the construction industries. Internal 
conflicts that commonly involved the parties that directly participate in the project such 
as project developers, project consultants, and project contractors. Internal conflict can 
break the relationship among the participants, affect the work quality and productivity, 
and may lead to project fail if it is not manage in well. Thus, this research aim to 
identify the causes and effects that lead to internal conflict among three categories of 
the respondents, which are Developer, Contractor and Consultant. The survey 
questionnaire had been used in collecting the data from 134 of the respondents. The 
literature review in this study highlighted 4 main causes such as Contractual problems, 
Design/scope related problems, Management problems and Behavioural problems; and 
4 main effects which are Time, Cost, Productivity and Quality, and Organization and its 
reputation related effects. Based on the analysis result from the collected data, the 4 
most significant causes are Error and Omission in Project Design, Ambiguities in 
Contract Documents, Error and Omissions in the Contract Terms and Improper 
Planning and Scheduling, whereas most significant effects of internal conflict are Delay 
in Project Duration, Lost of Profitability, and Project Cost Overruns. Besides this, the 
Pearson Correlation Coefficient Analysis and Spearman Rank Correlation Analysis had 
been used to test the strength of relationship between causes and effects of internal 
conflict, and test the degree of agreement between 3 categories of respondents to the 
causes and effects. In overall, the correlation between causes and effects shown 
moderate positive in relationship, and there is no same agreement among that 3 
categories of respondents.    
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ABSTRAK 
 
Pada masa kini, konflik dikenali biasa dan tidak dapat dielakkan dalam industri 
pembinaan. Industri pembinaan dikenali sebagai projek yang kompleks disebabkan 
penglibatan daripada pelbagai pihak yang berkaitan. Oleh sebab penglibatan mereka, 
konflik telah menjadi isu yang tidak dapat dielakkan dalam industri pembinaan. Konflik 
dalaman yang biasanya melibatkan pihak yang terlibat secara langsung dalam projek 
adalah seperti pemaju projek, perunding projek, dan kontraktor projek. Konflik dalaman 
boleh memecahkan hubungan di kalangan peserta, memberi kesan kepada kualiti kerja 
dan produktiviti, dan boleh menebabkan projek gagal jika ianya tidak dilupuskan 
dengan baik . Oleh itu, kajian ini bertujuan untuk mengenal pasti punca dan kesan yang 
manyebabkan konflik dalaman di kalangan tiga kategori responden iaitu Pemaju, 
Kontraktor dan Perunding. Soal selidik kajian telah digunakan dalam mengumpul data 
dari 134 responden. Kajian literatur dalam kajian ini menekankan 4 punca utama seperti 
masalah Kontrak , masalah Design / skop, masalah pengurusan dan masalah tingkah 
laku; dan 4 kesan utama iaitu tentang Masa, Kos, Produktiviti dan Kualiti, dan berkaitan 
dengan Organisasi dan repuatasinya. Berdasarkan hasil analisis daripada data yang 
dikumpul , 4 sebab yang paling penting adalah Kesilapan dalam Projek Rekabentuk , 
Ketidakjelasan dalam Dokumen Kontrak , Kesilapan dalam Kontrak Terma dan 
Ketidakwajaran dalam Perancangan dan Penjadualan, manakala kesan yang paling 
ketara dalam konflik dalaman adalah Tempoh Projek dilewatkan, Keuntungan 
dikurangkan, dan Kos Projek yang melebihi. Di samping itu, Korelasi Pearson Analisis 
Pekali dan Rank Askar Lembing Korelasi Analisis telah digunakan untuk menguji 
kekuatan hubungan antara punca dan kesan konflik dalaman , dan menguji tahap 
pembandangan antara 3 kategori responden kepada sebab-sebab dan kesan. Dalam 
keseluruhan , pertalian antara sebab-sebab dan kesan-kesan ditunjukkan sederhana 
positif dalam hubungan, dan pembandangan di kalangan 3 kategori responden adalah 
tidak serata. 
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CHAPTER 1 
 
 
INTRODUCTION 
 
 
1.1 INTRODUCTION 
 
 This chapter includes the research problem background to explain what the 
background to the problem is; problem statement to describe what exact problems is; 
research objective which extends to interpret the aims of do the research; and the 
research questions. The scope of the study, significance of study, operational definition 
and expected result also include in this chapter to clarify the phenomena of the research. 
 
1.2 PROBLEM BACKGROUND 
 
 Nowadays, the complexity of construction project becomes increase in the 
nature (Shuib et al., 2011). Construction projects typically involve multidisciplinary and 
variety of organisations with different loyalties and priorities (Ness, 2007).  Shuib et al. 
(2011) stated that construction project itself is intricate and conflicts easily occur among 
the parties. The construction industry had undergone heaps of time of costly and time-
consuming legal conflicts historically. Until today, the conflict problems are still 
remaining, irresolvable even go beyond months and years, and often occur in 
construction industry (Shin, 2000). 
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 Conflict is one of the causes that lead to construction project failure. Conflict 
can cause project delay, project cost overrun, productivity decrease, profit lost or impact 
in business relationship (Shuib et al., 2011). Shin (2000) stated that sometimes, it is 
time consuming to manage the conflict than build the project. There is a need to take 
prominent action to resolve the negative issue in the project. Thus, this research will 
identify what factor had lead to conflict in construction project and the effects of the 
conflict to the construction industry.  
 
1.3 PROBLEM STATEMENT 
 
 Construction industry is intricate, complex and involves various parties with its 
life cycle (Leong et al., 2011). According to Shin (2000), conflict becomes ordinary in 
construction project because it had involved a lot of complex and lengthy process in 
designing and building. 
 
 Conflict management should be implementing during project operations because 
conflicts in construction projects can be said as commonplace. Conflict management is 
a mechanism that designed to manage the conflict which will cause negative effect. We 
need to identify the factors that lead to conflict to resolve the problems. If we find out 
early, the problems can be cure immediately. We also need to identify the effects of 
conflict to the project in construction industry, to resolves the issues. However, factors 
and effects of conflicts in construction project cannot be effectively identified without a 
proper framework of proven methodology and data. Personal knowledge and experience 
is need in predicting conflicts in construction projects.  
 
 Thus, the research aims to identify on how the conflicts occur in construction 
projects and what kind of critical impacts of the conflict towards the successful of the 
project, to provide more knowledge about the conflicts to effectively conduct the 
conflict management. They also ignore how critical impacts of the conflict towards a 
construction project. From these two kinds of problem we can see that there is less 
people actual concern on the conflict issues that occur in the construction industry. 
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 Thus, the research aims to identify on how the conflicts occur in construction 
projects and what kind of critical impacts the conflict towards the successful of the 
project, to provide more knowledge about the conflicts to whole parties.   
 
 
1.4  RESEARCH OBJECTIVES 
 
The research objectives for this study:  
i) To investigate the causes of internal conflict in construction industry. 
ii) To identify the effects of internal conflict in construction industry. 
iii) To examine the relationship between causes and effects of conflict in 
 construction industry. 
 
 
1.5  RESEARCH QUESTIONS 
 
 The research questions for this study: 
i) What are the causes of internal conflict in construction industry? 
ii) What are the effects of internal conflict in construction industry? 
iii) What type of relationship between causes and effects of conflict in construction 
 industry?  
 
 
1.6 SCOPE OF STUDY 
 
 The scope of study for this research is to analyse the causes and effects of 
conflicts in construction industry. This research respondent will involve the contractor, 
consultant and developers in the construction industry. 135 construction companies are 
targeted in this research. The study will use survey questionnaire by mail post to the 
related construction-based companies. The research will conduct in Kuantan, Pahang 
construction industry.  Type of survey of this study is quantitative survey and the likert 
scale will be used in the survey questionnaire.  
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1.7 SIGNIFICANCE OF STUDY 
 
 The significance of study is extends to explain why important the research is, 
and how it benefit to related parties and industry.  This finding of study is important in 
to help identify the real problems that cause the conflict occurs among the stakeholders 
in construction industry. It is also benefit in find out the critical impact of conflict 
towards construction project. The information obtained through this study can help in 
resolve or reduces the occurrence of conflict in construction industry.   
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CHAPTER 2 
 
 
LITERATURE REVIEW 
 
 
2.1 INTRODUCTION- WHAT IS CONFLICT? 
 
 Conflict occurs when there are one party disagree or negatively affect the 
interest of another party. It involves opposition and different perspective towards others 
opinion (Wall and Callister, 1995). Deutsch (1973) stressed that conflict is an 
incompatible activity which occurs when there are interfere or obstruction of one 
party’s actions by another party’s behaviour. According to Fink (1968), conflict process 
will involve more than one party. Thus, it can be said that conflict is the struggle of 
conflicting ideas between two or more parties. According to Pike (2009), every industry 
have different view towards the conflict, some of them view conflict as negatively, and 
think on avoid it as possible. Conflicts can be said as common in nowadays, it may 
positive and negatively affect the project depending on how to manage it (Cheung and 
Chuah, 1999). It can be concluded that if the conflict can be manage well, the negative 
impact to the project is still can under control.  
 
 Conflict is inevitable in the project-oriented industry, admittedly, construction 
projects are no exception. This is due to the involvement of multidisciplinary in the 
complex nature of construction project (Yusof et al., 2011). In construction project, 
conflict is unavoidable due to it facing a lot of uncertainties (Whitfield, 1994).  
According to Shuib et al. (2011), conflict involve the communication problems which 
may affect the relationship between two or more parties and impact on the effectiveness 
of the job of the project. Therefore, the construction stakeholders think that it should be 
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take action immediately to resolve the negative conflict. According to Albogamy et al., 
one of the causes of project delay is due to the conflict among the parties involved in 
construction project. When conflict occurs in construction project, it will cause the 
divergence of opinion among parties involved, debate occurs, and affect the project task 
and its progression. The construction stakeholders are desire to reduce these kind of 
problem as soon as possible. This is due to conflict can cause the project delay. 
 
 
2.2 INTERNAL CONFLICT IN CONSTRUCTION INDUSTRY 
  
 A construction project is complicated due to its involved variety of activities and 
parties (Yang et al., 2009). From the study of Awakul and Ogunlana (2002), there are 
two types of conflicts that normally occur inside the large construction projects, which 
are internal conflicts and interface conflicts. Internal conflicts are involved participants 
inside of the project; whereas interface conflicts are involved the parties outside the 
project. In this study, it will focus on internal conflict that encountered in the internal 
stakeholder of the construction project, such as developers, contractors and consultants.  
 
 There are various parties that participate in the construction project. The parties 
involved in the project are called project stakeholders. Project stakeholders can be 
defined as the individuals or groups who are involved actively in the project which their 
preferences are affected both positively and negatively and result to project completion 
success (Project Management Institute, 1996). Normally, the main parties that involved 
in construction projects are the project developers, contractors and consultants. The 
interactions and interrelationships between these parties are greatly affected the whole 
construction project performance, and have the significant responsibility for ensure the 
project success (Takim, 2009).   
  
 Winch (2002) had think that the stakeholder participated in the construction 
industry can be categorize in two, internal stakeholders and external stakeholders.  
Internal stakeholders are people who have legally related with the client and embrace 
the client on the demand side, such as employees, customers, end-users and financiers; 
and on the supply side like architect, engineers, contractors, trade contractors and 
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material suppliers. Other hands, external stakeholders are constituted by private and 
public actors. The examples of private actors are local residents, landowners, 
environmentalists, and archaeologists, whereas the public actors are from regulatory 
agencies, and local and national government. The internal stakeholders will largely be 
in support of the project and external stakeholders may be preference, insignificant 
(Winch, 2002). According to Olander (2003), the stakeholders depict in Figure 2.1 may 
be found in a construction project. 
 
 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 2.1 Construction project stakeholders. 
 
(Source: Adapted from Olander, 2003) 
  
 According to Awakul and Ogunlana (2002), internal conflicts occur among the 
parties involved in the project team of the construction project in which the achievement 
of solution can be done within the project site. Internal conflicts that commonly 
involved the parties that directly participate in the project such as project developers, 
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project consultants, and project contractors. Thus, internal conflict can be said as the 
conflict among the internal stakeholders of the project. Certain common internal 
conflicts that occur among the internal stakeholders can be seeing through the 
construction projects. For example, conflict caused by poor communication amongst 
project team members, low price mentality in engagement of contractors and designers 
(Fenn et al., 1997), architect or engineer dissatisfy on the work progress of main 
contractor, and non-payment to sub-contractors by main contractors (Cheung and Yiu, 
2007). These problems had lead to internal conflicts among the internal stakeholders of 
construction projects.  
 
 Internal conflict belongs to disputes, which can make the difficulties in 
communication, break relationships, and reduce productivity among the internal 
stakeholders of the project (Shuib et al., 2011). In order to resolve these problems, its 
need to identify the critical factors that had lead to internal conflict among the project 
stakeholders, and determine the possible affects that will impact on the performance of 
construction project.  
 
 
2.3 CAUSES OF INTERNAL CONFLICT IN CONSTRUCTION  INDUSTRY 
 
 In order to avoid conflict, the first vital action is we need to take is trace to the 
root cause of the problems (Mitropoulos and Howell, 2001). Several academic research 
papers have addressed a lot of variables regarding to the causes that lead to conflict in 
construction project. Shapiro (2005) stated that typical conflicts arise among project 
developers, design professionals and contractors are caused by errors and omissions in 
project design, incomplete scope definition, poor communications between project 
participants, uncertainty, unrealistic and incompatibility of interests. Another research 
by Shuib et al. (2011) had identified three large root causes that lead to conflict which 
are contractual problems, behavioural problems and technical problems. Research by 
Leong et al. (2011) show that defective in contract, payment dispute, communication 
problems, the absence of team spirit among the participants, deficient management, 
supervision and co-ordination efforts on the part of project participants, unrealistically 
low bid by contractors are the sources that caused conflict in construction industry. 
9 
 
 
According to Bvumbwe and Thwala (2011), the major causes of disputes in 
construction project are clients’ failure to settle claims brought on by the contractor, use 
of defective drafted contracts, extension of time claims, variations, delay in complete, 
poor workmanship, poor communication, use of incomplete designs during tender, 
under pricing of the tender, mismanagement of funds by contractors, poor planning and 
budget estimating, poor record keeping and final accounts disagreements. From these 
previous study, the causes of conflict can be summarize and categorize in four types of 
groups in this research, such as Contractual problems, Behavioural problems, Technical 
problems and Management problems.    
 
 
2.3.1 INTERNAL CONFLICT CAUSES DUE TO CONTRACTUAL 
 PROBLEMS 
 
 According to Shapiro (2005), construction contracts can be said as the major 
source that caused conflicts in construction industry today. Almost 95% of all the 
claims are closely linked to contractual relationships among the project participants of 
the construction project. A contract in construction industry can be defined as an 
agreement that specified the work needed to carry out by the contractors and the 
required payment for them by the employer. In the contract, it contain the statement 
about work specified to be done by contractors or sub-contractors, quality of work, time 
for completion the project task, payment,  and responsibilities of parties involved 
towards the project (O'Reilly, 1999).  
 
 Contractual conflict is defined as a dispute which includes interpretation, 
clarification and construed of the contract (Shuib et. al, 2011). Contractual conflict 
occurs when there are disagreements or divergence of opinion on the defective contract 
terms. From the previous studies of Chua et al. (2003); Cheong et al. (2000) and Long et 
al. (2004), one of the obstacles faced in large construction industry, which will cause 
claims and dispute if cannot manage well is contractual arrangement. The contractual 
problems which are commonplace in leading to conflict in most of the construction 
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project are unclear of contract terms, scope and design changes and payment problems 
(Shapiro, 2005; Motsa, 2006; Shuib et al., 2011).  
 
 
2.3.1.1 Ambiguities in Contract Documents 
 
 According to Shuib et al. (2011), contract documents are the major causes that 
lead to disputes. The involvement of variety of parties in a project is administrated by a 
contract which has the function of clarify the trade-off of construction materials and 
services with money. Contractual problems caused significant impacts to construction 
disputes (Diekmann and Girard, 1995). One of the contractual problems is ambiguities 
in contract documents. Ambiguities in contract documents indicate that there are 
defective in contracts terms and it clause. Ambiguity means the existing of more than 
one or double meaning (Doughty, 2004).  According to Berry et al. (2003), an 
ambiguous contract can lead to conflict among parties.  Ambiguity in contract 
documentation may be not specific clearly the activities, responsibilities and risks 
involved. It can cause errors and risk to the project that may lead to dispute. It is due to 
the unwillingness of parties to recognise or accept the error or omission in the project 
(Gyulay, 2003), and blaming the fault on each other.  
 
 
2.3.1.2 Errors and Omissions in the Contract Terms 
 
 The errors and omission in the contract documentation is one of the causes of 
contractual claims and disputes. According to Lopez et al. (2010), errors can be 
considered as mistake in interpretations and calculation, and omissions. For example, 
developers often tend to shift the risk of any defects in the plan and specifications onto 
contractor, they intend to insert exculpatory clauses which clearly clarify that he or she 
should not under any circumstances if there are any errors or omissions in the plans and 
specifications. Therefore, developers are required to specific clearly the exculpatory 
clauses in the contract. If the exculpatory clauses are omitted in the contract, the risk 
that may happen can lead to over cost. At the same time, developers and contractor will 
put blame on each other about the risk happen. The excess cost that used to remedy the 
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design error is called ancillary costs. Shuib et al. (2011) stated that ancillary costs to 
solve the problems are always excess the direct cost of the project. Thus, the conflict 
occurs among the contractor and developers due to they are unwilling to burden the 
excess cost. 
 
 
2.3.1.3 Unclear payment terms 
 
 According to O’Reilly (1999), a construction contract comprise of the payment 
that need to pay for the work and the date of the payment need to be made.  It also 
included any additional and reduced payment which has been computed in that project. 
A clear contract document must include the clauses that specify the payment terms. 
According to Erickson et al. (2002), many disputes arise due to payment issues, thus it 
is significant to have a well-drafted payment clauses to state clearly on the process of 
payment by contractor. Developers will delay the payments if there are ambiguities of 
the payment statement in contract. Ambiguities of contract in payment terms can cause 
project encountered lost of profit. This may due to some of the developers refuse to pay 
for the completed work because there are not mention clearly the proper payments in 
the contract.  Unclear payment terms can lead to dispute and claims.  
 
 
2.3.2 INTERNAL CONFLICT CAUSES DUE TO DESIGN/ SCOPE 
 RELATED  PROBLEMS 
 
2.3.2.1 Scope changes/ changes order by designer or contractor 
 
 Nowadays, change is a main challenge in the construction industry (Charkhakan 
and Heravi, 2012). The Project Mаnаgement Institute (2008) defined the project scope 
as the work that need to be performed to deliver а unique product, service, or result. 
Kuprenаs аnd Nаsr (2003), define the scope of а project as а basis for the design. 
According to Maddaloni (2011), project scope will be vary depends on the project types. 
It is developed in the early stage of the projects and will undergo any rectify and 
updates throughout the project lifecycle. However, changes are inevitable and it is better 
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that if all parties are recognize that fact as soon as well (Rubin, 1999). Cheung et аl. 
(2010) agreed that on the design changes are the major root of construction disputes. 
Changes in scope or design changes give significant impacts to the entire project 
participants. It can cause loss profit to contractors, delay operations and loss of revenues 
to the project developers due to the over budget from the accumulate impacts 
(Bonhomme-Delprato, 2008). According to Sinha and Wayal (2008), scope changes are 
caused by additions, deletions, omissions, or changes in the work that need to perform. 
According to Al-Dubaisi (2000), changes in scope are the major factors lead to claims 
and disputes. This is due to all the specific work had agreed upon and list in the contract. 
The examples of scope changes are change in contract price and term, increase in 
building area, an increase or decrease in the number of floors. The contractors intend to 
avoid the extra cost, and will look for reduce the cost (Al –Dubaisi, 2000). Therefore, they 
may make some changes in scope without inform to developers. This will lead to conflict 
between developers and contractor due to the dissatisfaction of developers on the intention 
of contractors in changing scope without discuss with them.  
 
 
2.3.2.2 Error and omission in project design 
 
 Shuib et al. (2011) stated that the set of drawings plan will not perfect as without 
any errors. It is impossible 100% error free in the design (Al-Dubaisi, 2000). The errors 
can be incorrect reading and measurement and missing of particular details. According 
to Sinha and Wayal (2008), the errors are caused by insufficient knowledge, 
carelessness and negligence, and intent which will exist anytime in project life cycles. 
Errors and omissions can be identified during construction and also during the design 
and advertising phases. Once the project starts, it will costly to do correction if it is late 
to identify the design errors. Errors by design consultant may cause difficult to achieve 
peer’s acceptance level (Shuib et al., 2011). When the errors and omission in design are 
not acceptable by others stakeholders like developers and contractor, the divergence of 
opinion will arise. Blaming to design consultant appear and conflict occurs. Design 
consultants may impute the fault to others aspect or parties. Parties will not recognize or 
accept their responsibilities when they are make mistake, and this can lead to claims and 
disputes (Gyulay, 2003).  
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2.3.2.3 Design Change due to Variations of Developers 
 
 Developer is one of the key internal stakeholder involve in the construction 
project. Developer is defined as buyer of construction services who decide the 
construction, making payment, manipulate the contract documents in design and 
construction stages and select the contractors they want. Carr (2000) stated that major 
developer have the authority in insert and enforce adequate contract clause. This shows 
that their significant role and power had significant impacts to the construction project. 
One of the impacts is on the design change due to their variations. According to Keane 
et al. (2010), variation is the alteration or change in a concerted or well-defined scope or 
plan of works.  Variation of owner may due to financial problems, stubborn of owner 
and inappropriate objectives. Variation can cause cost-related and quality related effects 
(Keane et al., 2010). Developers who faced financial problems may want to change the 
project schedule and its design to minimize the cost. For example, they tend to change 
the good quality of materials to low cost and inferior quality materials.  However, this 
can cause the work quality being affected.  The risk may appear due to low quality. 
Contractor and designer may disagree on the design change requirement of developers 
due to the possible risk. Thus, the conflict appears due to the dispute caused by failure 
to achieve consistent idea (Motsa, 2006).  
 
2.3.2.4 Differing Site Conditions 
 
 According to Copley (2002), disputes arise due to emerge of large amounts of 
unanticipated rock problems or bad subsurface of conditions during the excavation 
process. Unanticipated of subsurface conditions during construction often lead to 
litigious and acute conflict between project developers and contractors (Ahlers, 2012). 
Differing site conditions indicate when the physical site conditions are different with 
what had shown in the contract or agreed upon plans (Diekmann et al., 1985).  When 
the site conditions are awful and no as well as the conditions indicated in the contract 
document, the extra work are needed such as find another contractor to remove the rock 
in site conditions. This can cause extra in cost and time, and may lead to dissatisfaction 
of developers and contractors. The imputation of fault to each other occurs due to they 
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do not recognizes or accept their responsibilities (Gyulay, 2003).  Thus, it had lead to 
conflict among developers and contractors.  
 
 
2.3.3 INTERNAL CONFLICT CAUSES DUE TO MANAGEMENT 
 PROBLEMS 
 
2.3.3.1 Poor contract management 
 
 Ayudhya (2011) stressed that a construction contract should consists of risk 
allocation among the project developers, contractor and consultant. Improper risk 
allocation in contract will lead to disputes among the contracting parties and may drag 
in to court settlement.  The study of Patience (2008) show that one of the major 
construction cost factor that all developers, consultants and contractors agreed is poor 
contract management. Most of the projects are awarded to the lowest bidder (Mansfiled 
et al. 1994). However, in order to successfully bid the projects, the bidders (contractor) 
must professional in written the contract. Poor management of contract can lead by lack 
of management skills, less concern on contract plans, cost control, and site and 
resources management (Patience, 2008). Poor contract management may lead to time 
overrun. If the projects delay, it will result in negative impacts such as dispute between 
contractors and developers, over costs, loss of productivity and profit and contract break 
off (Mohammed and Isah, 2012).  
 
 
2.3.3.2 Lack of Quality Assurance/ Quality Control 
 
 Quality assurance or quality control is also a key factor of internal conflict in 
construction site. Quality assurance is defined as what we had plan and organized 
actions necessary to assuring that a product or service will achieve the requirement of 
quality (Low, 1992). According to Gunaydin and Arditi (1997), quality control refers to the 
related activities that need to implement in quality assurance program. Effective quality 
control can avoid conflict and dispute which caused by changes, mistakes and omission. 
Construction quality assurance or quality control purposely to assure the specific project 
